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Letter from the AFFIRM President

June 15, 2005

Dear Colleague:

The Association For Federal Information Resources Management (AFFIRM) continues its focus on advancing the management of Information Technology.  Throughout the year we have sponsored several events focused on the evolution of cross servicing initiatives in the federal government.  For the past ten years, the AFFIRM Emerging Issues Forum has prepared a series of issue papers on topics of importance to the Federal Information Technology community.  On May 6, 2005, the Forum conducted a focus group session with a diverse group of senior government officials.  This report summarizes the opinions expressed by the participants regarding the direction and future of the Lines of Business initiative.

AFFIRM’s focus on federal IT initiatives, such as Lines of Business, will prove useful to both government and industry executives to improve the understanding and implementation of the electronic government of the future.  We will continue to sponsor other similar studies to advance the state of knowledge and practice in managing federal information resources and solicit your comments.

I want to personally thank the AFFIRM Emerging Issues Forum committee members for their efforts to improve our understanding of the issues and Tom Temin, PostNewsweek Tech Media, for hosting and moderating the discussion.  And, of course, our special thanks go to the focus group members for taking time out of their busy schedules to contribute to this important initiative.

Sincerely,

Michael Sade

President
AFFIRM
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Introduction:
As the efforts on the 24 E-Government initiatives appear to be coming to fruition and/or winding down, newer efforts are materializing on the Lines of Business (LoB) front. More and more, we are reading about consolidation, as it is tied to the LoB initiatives, and the use of shared services providers to cut costs. In its February 8, 2005 news release, OMB stated, “The budget (FY 2006—added for clarification) also supports the Administration’s commitment to delivering high performing, results-oriented services by designating Lines of Business Service Centers for improved financial and human resources management.” This emphasizes the added importance of the LoB initiative towards improved government performance.

The AFFIRM roundtable participants explored several questions about the viability of the Lines of Business initiative to enhance performance while incurring cost savings. As has become clearer, the federal government is now looking at four additional areas for consolidation that may have functions common across all agencies. There is a question, though, that weighs in the background. Is all this activity just another near-term fad or will it truly lead toward long-term solutions? Hopefully, it will be the latter.
Executive Summary:

The following are some of the key points from the roundtable discussion about the Lines of Business (LoB) initiatives:

· The LoB initiative is not a new concept. Several Centers of Excellence (COE) already exist, successfully providing services to multiple agencies.

· The Lines of Business initiatives represent good government and good management practices. They will allow agencies to focus on core missions while having non-core services provided to them. Agencies want good products and services provided when and where the agencies need them.
· These initiatives are not just IT projects, they are about business processes, as well. As such, they should be owned by the business owners. IT is just one component of the overall business process.

· The governance process for these initiatives must be flexible and allow all agencies, small and large, a seat at the table and a vote. The biggest agencies should not drive the solution to their benefit at the expense of the needs of small agencies.
· Agencies using LoB providers must believe that their requirements are receiving the same priority as those of the host agency or corporate cultures will not change to achieve positive growth in LoB utilization.
· Using only one service provider for a designated service area would not be business wise or beneficial to the government.
· In the past, the Executive Branch tended to set aside long-term goals and interests in order to accomplish mandated short-term tasks. The LoB initiatives are an attempt to step outside the parochial internal view and look at the needs of the whole government.
· On the whole, business owners/agencies will not be able to decide IF they will implement the use of LoB providers, but rather WHEN they will implement. However, agencies will still be able to state their case for special needs directly to OMB.

· The Federal Enterprise Architecture (FEA) is an absolutely critical key to the success of these initiatives; agencies must design, implement, and adhere to their architecture all the way down to the lowest level.

· The real, deeper issue is trust-- trust that you will “get what you pay for” and that key services will be there when you need them.
· Agencies must be able to switch providers easily, at little or no cost to themselves, if a provider cannot reliably provide the services and up-to-date technology needed.

· Good metrics/Service Level Agreements (SLAs) are a Critical Success Factor of these efforts.
· These initiatives will still need the support of the legislative branch, but many believe that Congress has already given the Executive Branch the tools and authority it needs to improve its management processes.
· The funding model for shared services has been difficult in the past and is expected to continue to be challenging. But these issues are not insurmountable.

· Service providers must stay technologically up-to-date and cost-effective. Competition among providers of like services and the ability of agencies to easily switch to new providers will be key.

· Information sharing among agencies may need to be the next LoB initiative.
· The real management issue: Is it easier for departments/agencies to provide their own service or is it easier to manage a service to a specified level? The answer should be the latter.
Questions:

1.
Let’s start with an update. There isn’t a lot of information extant about the Lines of Business initiative. Please discuss the status today.
At the end of the day, the government must alleviate the necessity for agencies to stand up their own systems so that more focus can be placed on core missions.
The Lines of Business are real—agency leaders believe LoBs are real and OMB scorecards reflect that. While having struggled with difficulties in cultural acceptance, departments/agencies are now being held accountable for providing quality services and making LoBs a reality. The biggest challenge when considering possible Lines of Business is separating the real issues from the non-real ones while constantly considering budget impacts. To date, the Quicksilver initiatives are bringing about change as are the new LoBs. E-Payroll has been a real success. There is a report being generated now looking at critical systems across the Executive Branch. The goal is not to shut the systems down but rather to build interfaces that would satisfy the LoB requirements.
Once thought solely as IT initiatives, these Lines of Business are now seen as changes in business and management processes and are no longer simply IT projects. The LoB initiatives are being pushed to the business owners to make those types of decisions. IT is not the real driver. This is about business processes of which IT is but a component. The CXOs must sit at “the table” and work through this to ensure success.
The government’s systems embody process and policy. By using LoBs as a means to consolidate systems, the government will have fewer overall policies and processes with which to deal. This new environment is all about how business is conducted. For example, there is a real, critical need to share data across government which is reflective of OMB’s desire to have agencies think horizontally rather than vertically in “stovepipes.” In theory, the LoBs are likened to Jack Welch’s GE model which would be a sensible way for agencies to divest themselves of ancillary business processes—this makes good business sense. At the end of the day, the government must alleviate the necessity for agencies to stand up their own systems so that more focus can be placed on core missions.
The LoB concept is also about focusing on new systems modernization, not just on mission-critical systems. The focus is also on new investment money for which there is a lot of competition across government. What do agencies have to do—what don’t they have to do? What is relevant to the enterprise? This is of huge architectural importance, from the policy levels down to the operational levels, and a huge responsibility for governance which needs more focus by OMB. The concept of LoBs and systems is not the challenge; the challenge is correct implementation.

2.
Will the Lines of Business initiative, originating as it has in the Office of Management and Budget (OMB), have lasting “legs” without legislative cover? What is the plan to make the LoB initiative stick?

Lines of Business are good management and good management does not need to be legislated. An alternate view was that LoBs are already covered by in-place legislation and therefore further legislation is not needed.
It was generally agreed by the panel that use of LoBs is a good management practice; and, there were two complementary views about the need for legislative cover. One view was that Lines of Business are good management, and good management does not need to be legislated. The other view was that LoBs are already covered by in-place legislation such as GPRA and the Clinger-Cohen Act, that the Executive Branch has all the authority it needs to implement them, and therefore further legislation is not needed at this time. What legislation is needed is the reauthorization of the Paperwork Reduction Act.
From another perspective, it was discussed that there have been some “growing pains” in providing shared services to other agencies. It was thought there may be a need for legislation just to reorient thinking to this concept. Other panelists concurred in the need for this review and for a good business review, as well.

Funding cross-agency service initiatives has often been a challenge in the past, and is expected to remain a challenge in the future. The Executive Branch fully appreciates the role and authority of the Congressional appropriation committees in the funding process. Agencies are sensitive to Congressional concerns for accountability of funding that is appropriated for one specific agency but is being used to fund multi-agency initiatives, such as the LoBs. However, it is believed that agencies can remain sensitive to Congressional concerns, provide the information Congress needs, and still move forward with the LoB initiatives.
3.
Some departments and agencies worry that agencies providing LoB services might give their own requirements priority over those of the customers. Please discuss.
Wanted—good products and services. It really should not matter from which agency these are available. The real, deeper issue is trust, trust that you will "get what you pay for."
Lines of Business and cross-servicing are not new concepts. There are good examples of one federal agency using another agency’s software application products and/or systems and believing their requirements are receiving the same priority as the host agency’s. All that is wanted are good products and services and there are examples where this is happening such as e-payroll or other initiatives with organizations such as NFC/NBC/GSA/DOD. It really should not matter from which agency this comes or is available. The real, deeper issue is trust, trust that you will “get what you pay for.” For this, you use service level agreements with appropriate metrics.

To ensure the above is accomplished within stated guidelines, a good, flexible governance model is needed, as well as a good architecture/infrastructure to accommodate changes. In essence, requirements for all governmental agencies must be satisfied. Favoritism in satisfying these requirements should not be shown to any one class of agencies, i.e., the biggest, but fewer, agencies should not drive the solution to their benefit. All agencies, whether large or small, should have their requirements taken into consideration and given equal treatment. However, it was pointed out in the discussion that crises situations must be taken into consideration when using shared services. Flexibility is needed for unique requirements; in essence, a risk-based management approach is needed.

Some unique system functionality, though not cost effective, still may be required. Agencies must justify their case. In the final analysis, all requirements need to be considered and satisfied.
4.
What happens if different components or domains within a department use different LoB service providers?
Outsourcing is becoming a way of life for federal organizations. Using only one service provider for a designated area would not be business wise nor beneficial to the government.
The analogy is that we have different utility providers for our homes. Why not for government? What the federal entities are most interested in is delivery of service—that is, delivery of good service. For example, in a realignment, ATFE went from the Department of the Treasury to the Department of Justice. Initially, as one might expect, there was concern that the gaining department would not support its new agency’s programs and providers to the level needed. But, this was found not to be the case. The point here is that the multiple service provider model can, and does, work. A report will be issued soon that will identify where redundancies exist. The intent is NOT to shut down duplicative, mission-critical systems but, rather, develop interfaces. Also, there must be competition; having no competition (i.e., no alternatives) could be a problem as well. Having a pool of service providers forces competitors to stay current in its business practices as well as stay cost competitive. This is good for the customer, in this case the government. Therefore, some duplication is good.

There are currently six “sanctioned” LoBs: Case Management; Financial Management; Grants Management; Human Resources Management; Federal Health Architecture; and, IT Security. With the trend towards greater use of Lines of Business Service Centers or “Centers of Excellence,” more agencies will have their non-core services furnished by LoB providers. This trend towards greater adoption becomes a double edge sword -- more service providers means greater competition, and thus better “market forces” for LoB customers. However, the question arises “how many service providers is too many?” This is one management issue.
Another related management issue is, is it easier for a department to provide its own service and the issues associated with that, or is it easier to manage a service to a specified level according to a service-level agreement. The consensus was that it is easier to manage a service provider in providing the required service to specified level. Good metrics, Service Level Agreements (SLAs) and open lines of communication will be crucial in the success of the Lines of Business (LoB) initiatives. It becomes the responsibility of the government to have the right number of service providers delivering the same or similar service, to develop good metrics by which providers can be monitored and measured, and then to be able to terminate a provider for cause if that service is not being provided as prescribed—and to be able to do this without undue difficulty.
The consensus was outsourcing is becoming a way of life for federal organizations and that using only one service provider for a designated area would not be business wise nor beneficial to the government.
5.
With LoB service providers, whether government agencies or contractors, having near monopolies, how can the customers ensure that the right amount of competitive technological innovation takes place?
If . . . LoB providers do not remain current . . . then agencies should have a method by which they could easily terminate the LoB provider and then shift contracts to one who will be accountable and remain current.
Congress expects agencies to use innovative, competitive models to keep their operating environments technologically current. As part of staying current, the agencies need a true “plug-n-play” environment, one in which a common data model can be shared. The panel discussion reiterated the intra- and inter-department data sharing challenge along with the need within government to interconnect more efficiently and economically. With the assumption that many of these operating environments were run by contractor partners, it was further pointed out that there is a strong need to include and incorporate technical “refresh cycles” within a performance-based contract.
There was a concern stated that departments do want to share data internally—but not externally with other departments. A proposed Information Sharing Line of Business is being considered with that concept in mind—to share data externally, between agencies in the Federal Government, as well as public and private sector partners. One example discussed was the Department of Justice challenge for Case Management. Though there is one system, each of the attorneys modifies the system for his/her individual needs. This points out the importance of architecture in satisfying a wide-range of systemic and individual needs.

Additionally, the acquisition approach must also be changed. For example, agencies should have the ability to negotiate customized Service Level Agreements (SLAs) with LoB providers to insure the providers are held accountable and remain technologically up-to-date. If for some reason LoB providers do not remain current and/or there are other accountability issues, then agencies should have a method by which they could easily terminate the LoB provider and then shift contracts to one who will be accountable and remain current. In instances like this, “failing” LoB service providers should also be required to defray the costs of a customer forced to change providers. Why should this current “zero cost of escape” model be unique to the existing global business model of outsourced services? The answer is, “It should not.”
6.
How would a government-wide strategic operating plan, encompassing Lines of Business, map to the Federal Enterprise Architecture and the individual department enterprise architectures? If a “sequencing plan” were required to integrate FEA and a LoB-based operating plan, who should be involved in creating it?
Only a comprehensive, coherent Enterprise Architecture can ensure successful information sharing between and among agencies, Departments, and Service Centers.
The Federal Enterprise Architecture (FEA) is the key that will make the LoB initiative work. Agencies must design, implement, and adhere to a fully developed FEA framework, from the strategic level down to the operational. This will allow the crafting of interfaces to enable and maximize information sharing, both between an agency and its service providers, and between agencies themselves.
In the past, the Executive Branch has tended to set aside long-term goals and visions to accomplish the short-term tasks required of them. But now more than ever, agencies need to develop true government-wide enterprise viewpoints: in the FEA; in a vision of shared services; and, in business transformations which make use of IT to drive changes in business processes. The LoB initiatives may also have the effect of moving government towards common policies and processes where they make sense. At the same time, the goal of the LoB initiatives is not to drive agencies to a "one size fits all" service provider, but to use the FEA to develop information-sharing interfaces that will allow full data sharing between provider and customer.
Governance may well be the most challenging portion of the LoB initiatives. The Integrated Acquisition Environment (IAE) is an example of a good governance model. With the IAE, senior leadership has formed executive steering committees that exercise control over the budget and configuration control. The LoB initiatives should examine that model as a best practice.

7.
What do we at the table really think of the LoB initiative? Can it work long term? Is it a good idea? In reality, are Lines of Business a near-term fad or a long-term solution?
“Yes, it can work. Yes, it can be successful. Yes, it can fail.”

As part of the ending discussion, each participant was asked to give a close out summary comment about “Getting to Ground Truth: Are Lines of Business a near-term fad or a long-term solution?” 

· Lines of Business should work in the long term. The challenge is making sure the program managers and owners are pulling together. A good governance management platform is needed. Successful LoBs will be results driven.

· LoBs can be successful. But, you do need strong governance, the federal councils involved, and a method to measure, i.e., rolling this up to a scorecard. It will also be important to get technical refreshment.

· Yes, it can work. Yes, it can be successful. And, yes, it can fail. Are we doing the right thing? How do we know we are doing the right thing? Are we doing the right thing for the departments? This must be integrated. LoBs grew up out of E-Government; the LoBs are not IT. Leadership for the LoBs outside the CIO is important.

· The government needs to be as efficient as possible; movement to the LOBs must be accelerated. This is Not IT—it is how government does business. Need to have metrics and need to reduce costs.

· For LoBs to be successful, the CIO must guide a broader information transformation.

· LoBs are successful. We are talking about sharing resources. These are tied to the way government does business—and how change is processed. Metrics, such as cost, savings, and performance are important.

· Yes, LoBs will work. How can I as a service recipient hold the service provider accountable? How do we integrate the metrics?

· LoBs can succeed. It is working every day. My recent paycheck came through DFAS (vice home agency). This is not about IT—it is about service. One metric would be to look at how many agencies are being cross-serviced.

· This is all about good products and good service. Sometimes we lose sight of the customer.

· Lines of Business are the way to go. Risk management must be factored in. In the end, we need the right information at the right time.

Conclusion:

· In the final analysis, it is important to get good products and services. Where they come from should not be the real issue or question.

· It is also becoming easier for agencies to manage a service rather than to provide it.
In much earlier discussions this year, while in search of a topic for the AFFIRM Spring 2005 paper, the AFFIRM Emerging Issues Forum team looked for a topic that was current and important to government and industry alike, but did not have its final outcome already shaped. With the Lines of Business initiative thought-to-be part of a logical progression from the on-going Quicksilver projects, the LoB initiative seemed to fit that mold. The results from the distinguished government panel would now indicate the outcome is becoming shaped—and shaped toward the positive. These initiatives are no longer being regarded as solely IT related, but, rather, as business processes of the agencies. Concurrently, we are finding more and more that information technology is being viewed as one component of the overall business process—albeit a very important component.

As the results of this panel were being reviewed, along with other AFFIRM panel results from recent years, it was again interesting to note that focus is becoming less on IT and more on the business results to which IT is a contributor. For example, AFFIRM’s June 2004 report on Breakthrough Performance mentioned the focus was not on information technology; it was on the agencies’ outputs. Along with this trend, we are also seeing a changing trend from CIOs perhaps having “a seat at the table” to CIOs participating in, and even leading, business transformation across the US Federal Government. The way in which the Federal Government focuses on and accomplishes its IT business is changing. How much it will ultimately change, we do not know. However, to quote Robert Frost’s poem Stopping By Woods On A Snowy Evening, we do believe there are still “… miles to go before I sleep.” The Lines of Business are about transformation, a journey unto itself. Will Lines of Business be a near-term fad or a long-term solution? Having heard the panel, we now think the latter.
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